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Yates Group Limited

Directors’ report

The directors present their annual report together with the audited financial statements for the year ended
25 February 2007

Results and dividends

The profit for the year after taxation amounted to £790,000 (period ended 26 February 2006 loss
£7,376,000) There were no dividends paid 1n the year (period ended 26 February 2006 fml)

Principal activities and review of the business

The company continues to hold all the fixed assets of Yates’s Wine Lodges Limuted and Ha! Ha' Bar and
Canteen Limrted and recharges the depreciation to these companies

The directors are currently 1 discussions with the Group's lenders with a view to restructuring the Group's
borrowng facilities The directors are confident that this will be completed by March 2008 and
considering the company’s abihty to meet all 1ts future obligations based on the projected cash flows, the
directors therefore consider 1t appropriate to prepare the financial statements on a gomng concern basis

Principal risks and uncertainties

The company has entered 1nto an mtercreditor agreement as a guarantor on all intercompany balances
along with other group companies, these balances account for the vast majonty of the company’s debtors
and creditors

Directors and their interests

The directors who served during the year were

Appounied Resigned
Julian Sargeson - 19 May 2006
Timothy Smalley - -
Aaron Brown - -
Stephen Brown - 31 January 2007
Ian Payne - -
Paul Symonds 6 September 2006 -
Suzanne Baker 6 September 2006 -
Christian Keen 29 Novémber 2006 -

The directors had no nterest m the ordinary shares of the company at any time during the year

No director had any nterests i any contract or arrangements of a matenal nature with the company, 1ts
subsidianies, 1ts fellow subsidiaries or 1ts ultimate parent company during the year under review

Directors’' qualifying third party indemnity provisions

The company has granted an indemmty to one or more of 1its directors against hability 1n respect of
proceedings brought by third parties, subject to the conditions set out 1n the Companies Act 1985 Such

qualifying third party mndemmity provision remains 1n force as at the date of approving the directors’
report




Yates Group Limited

Directors’ report

Disclosure of information to the auditors

So far as each person who was a director at the date of approving thus report 1 aware, there 1S no relevant
audit information, being mformation needed by the auditor 1n connectton with preparing thus report, of
which the auditor 1s unaware Having made enquines of fellow directors and the group’s auditor, each
director has taken all the steps that they are obliged to take as a director in order to make themselves
aware of any relevant audit information and to estabhish that the auditor 1s aware of that information

Auditors

A resolution to reappomt Ernst & Young LLP wll be proposed at the forthcommg Annua} General
Meeting

By order of the Board

7 -

Chnistian Keen
Director

12 November 2007
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable United Kingdom law and United Kingdom Generally Accepted Accounting Practice

Company law requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that
penod In preparing those financial statements, the directors are requared to

e select suitable accounting policies and then apply them consistently,

»  make judgements and estimates that are reasonable and prudent,

*  state whether apphicable accounting standards have been followed, subject to any matenal departures

disclosed and explained in the financial statements, and

prepare the financial statements on the gomg concern basis unless 1t 1s inappropriate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial positton of the company and to enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of

the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregulanties
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Independent auditors’ report

to the members of Yates Group Limited

We have audited the company’s financial statements for the year ended 25 February 2007 which comprise
the Profit and Loss Account, Balance Sheet, statement of total recogmsed gans and losses and the related
notes 1 to 20 These financial statements have been prepared on the basis of the accounting policies set
out therein

This report 1s made solely to the company’s members, as a body, 1n accordance with Section 235 of the
Companies Act 1985  Qur audit work has been undertaken so that we might state o the company’s
members those matters we are required to state to them 1n an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audt work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of the financial statements in accordance with applicable
United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) as set out in the Statement of Directors” Responsibilities

Our responsibility 15 to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opimion as to whether the financial statements give a true and fair view, are properly
prepared in accordance with the Compames Act 1985 and whether the information grven 1n the Directors’
Report 15 consistent with the financial statements

We also report to you 1f, 1n our opimion, 1f the company has not kept proper accounting records, 1f we have
not received all the information and explanations we require for our audit, or 1f nformation specified by
law regarding directors’ remuneration and other transactions 15 not disclosed

We read the directors’ report and consider the tmplicatrons for our report if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Audiung (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test bass, of evidence relevant to
the amounts and disclosures 1n the financial statements [t also includes an assessment of the sigmficant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disciosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence 1o give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other wrregulanty or
error In forming our optmon we also evaluated the overall adequacy of the presentation of information 1n
the financial statements
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Independent auditors’ report
to the members of Yates Group Limited

Opinion

In our opimon

» the financial statements give a true and fair view, n accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 25 February 2007 and
of 1ts profit for the year then ended,

=  the financial statements have been properly prepared m accordance with the Companies Act
1985, and

»  the information given in the directors’ report 1s consistent with the financial statements

Ernde & 'Yorny bt

Emst & Young LLP
Registered Auditor

LUT

lo Mﬂw7
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Profit and loss account
for the year ended 25 February 2007

Operating costs
Exceptional costs
Other operating income

Total operating loss
{Loss)/profit on disposal of assets

{Loss) on ordinary activities before
nterest and taxation

Interest recervable and similar income
Interest payable and sumilar charges

Net finance credit

(Loss} on ordnary activities before faxation
Taxation

Profit/(loss) for the financial year/penod

All activities denive form contmuing operations

Year ended 39 weeks ended

25 February 26 February

2007 2006

Notes £000 £000
(7,776) (9,749)

3 {378) (1,836)
7616 8,537

(538) (3,048)

4 91) 270
(629) (2,778)

5 104 87
6 (707 (496)
16 50 15
(1,182) (3,172)

7 1,972 (4,204)
790 (7,376)
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Balance sheet
as at 25 February 2007

Fixed assels
Tangible
Investments

Current assels

Debtors

Cash at bank and in hand

Credrtors amounts falling due wathin one year
Net current liabilities

Total assels less current liabilities

Creditors amounts falling due after more than one year

Provisions for habilities and charges
Pension scheme deficit

Net assets

Capital and reserves
Called up share caprtal
Share premium account

Profit and loss account

Equity shareholders’ funds

Notes

10

11

12

13
17

14
15
15

25 February 26 February

2007 2006
£000 £000
75,228 78,502
5,188 5,060
80,416 83,562
29,943 24,095
308 445
30,251 24,540
(51,468)  (48,277)
(21217)  (23,737)
59,199 59,825
(8,804) (8,133)
(9,959)  (11,979)
- (749)
40,436 38,964
16,765 16,765
19,028 19,028
4,643 3,171
40,436 38,964

The balance sheet as at 26 February 2006 has been restated to correctly classify the interest payable to
group undertakings, this has no impact on the reported net habihities of the company

Christian Keen
Director

12 November 2007
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Statement of total recognised gains and losses

for the year ended 25 February 2007

Profit(loss) on ordinary activities attributable to the shareholders

Actuarial gam/(loss) recognised m the retirement benefit scheme
Difference between the expected and actual return on scheme assets
Changes in assumptions underlying the present value of scheme
Liabihities

Experience gain ansing on scheme habilities

Additronal loss from wrrecoverable surplus

Tax on net retirement benefit 1tems recognsed 1n the statement of
total recognised gains and losses

Total gains and losses recognised related to the year

Year ended 39 weeks ended

25 February 26 February
2007 2006
£'000 £°000
790 (7,376)
110 1,073
793 (1,483)
130 -
(58) -
975 (410)
(293) 123
1472 (7,663)




Yates Group Limited

Notes to the financial statements
as at 25 February 2007

Accounting policies
The financial statements of Yates Group Limited were approved for 1ssue by the Board of Directors on 12
November 2007

The financial statements are prepared 1n accordance with applicable United Kingdom accounting standards The
particular accounting policies adopted are described below and have been applied consistently throughout the
year and the pnior pertod

Accounting convention

The financial statements are prepared under the historical cost convention They have been prepared on the
gomng concern basis

Basis of consolidation

Consolidated accounts have not been prepared as the accounts of the company and 1ts wholly owned subsidiaries
have been consolidated with those of the Laurel Pub Equity Holdings Lumited  These financial statements
present mnformation about the company as an individual and not as a group undertaking

Tangible fixed assels
Fixed assets are stated at cost less any accumulated depreciation

Depreciable fixed assets are written off on a straight line basts over their estimated useful ives The rates of
depreciation are as follows

e leasehold properties are depreciated to their esumated residual values over the shortest of 50 years, their
estimated useful lives and their remaining lease penods,

e  admumstratton furmiture, fixtures, fitungs and equipment are deprecrated over 2 to 25 years, or the
remaining penod of the lease 1f shorter, and

e retail furniture, fixtures and equipment are depreciated over 3 to 25 years, or the remaining period of the
lease 1f shorter

The carrying values of tangible fixed assets are reviewed for imparment 1f events or changes tn circumstances
indicate that the carrying value may not be recoverable Profit and losses on disposal of fixed assets reflect the
difference between net selling price and net book value at the date of disposal

Acquisitions

Purchases of businesses are accounted for using the acquisition method of accounting  Identfiable assets and
liabilities acquired are included at their fair values at the date of acquisition  The difference between the fair
value of the net identfiable assets acquired and the fair value of the purchase consideration 15 goodwill

Cash flow statement

The company has taken advantage of the provisions of paragraph 5 of FRS 1 “Cash Flow Statements™ and has
not produced a cash flow statement

Investments
Investments held as fixed assets are stated at cost less provision for impairment
Leases

Rental payments in respect of operating leases are charged against operating profit ona straight fine basis over
the period of the lease

10




Yates Group Limited

Notes to the financial statements
as at 25 February 2007

Accounting policies (continued)

Retirement benefits

The operating cost of providing renrement benefits under the Group’s defined benefit pension plan, as calculated
periodically by independent actuanes, 15 charged to the company’s operating profit or loss in the period that
those benefits are earned by employees The financial return expected on the pension scheme’s assets 15
recogmised in the pertod m which they anise as part of finance income and the effect of the unwinding of the

discounted value of the pension scheme’s habilities 1s treated as part of finance co
the pension scheme’s assets and habilities are reported as actuanal gams or losses
consolidated statement of total recognised gains and losses  Any penston scheme

sts The changes n value of
as they anise 1n the
surplus, to the extent 1t 15

considered recoverable, or deficit are recognised in full and presented in the balance sheet net of any related
deferred tax Both the pension hiability and the related deferred tax asset have been calculated assuming the

business continues to trade successfully over the long-term pertod to which they b

Retirement benefit costs under defined contribution pension plans are charged to t
ingurred

Taxafion

oth relate

he profit and loss account as

Deferred taxation 1s provided 1n accordance with Financial Reporting Standard (“FRS") 19 on all iming

differences arising from the different treatment of items for accounts and taxation

purposes calculated at rates at

which 1t 1s estimated that tax will anse Deferred tax assets are recogmsed to the extent that 1t 1s regarded as
more likely than not that they will be recovered Deferred tax assets and liabilities are not discounted

Auditors’ remuneration, directors’ emoluments and employees

Auditors’ remuneration has been borne by other group compames n the current financial year and previous
period The estimated auditors’ remuneration for the year for this company amounted 1o £20,000 (2006

£40,000)

The directors recerved no remuneration for their services in respect of the company 1n the financial year The

company had no employees other than the directors

11
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Notes to the financial statements
as at 25 February 2007

3. Exceptional operating costs

Imparrment of properties

4. Profit/{(loss) on disposal of assets

(LossYprofit on sale of properties

5. |Interest receivable and similar income

On preference shares held in subsidiary undertaking

6. Interest payable

On loan to Laurel BidCo Limited

Year ended 39 weeks ended
25 February 26 February

2007 2006
£000 £000

378 1,836

Year ended 39 weehs ended
25 February 26 February

2007 2006
£000 £°000
(1) 270

Year ended 39 weeks ended
25 February 26 February

2007 2006
£000 £'000
104 87

Year ended 39 weeks ended
25 February 26 February

2007 2006
£°000 £'000
707 496

12




Yates Group Limited

Notes to the financial statements

as at 25 February 2007

Tax on loss on ordinary activities
The tax charge 1s made up as follows

Year ended 39 weeks ended
25 February 26 February
20607 2006
£000 £'000
Current year charge
UK corporation tax of the period - 1,886
Adjustment 1n respect of prior period - {780}
Total current tax - 1,106
Deferred tax
Current year charge relating to other items {1,804) {1,510)
Current year charge relating to retirement scheme 45 29
Acquisitions and disposals of subsidianes and businesses - (23)
Adjustment 1n respect of prior peniod relating to
accelerated capital allowances (213) 4,602
Total deferred tax (1,972) 3,098
Tax on loss on ordinary activities (1,972) 4,204

The differences between the total current tax shown above and the amount calculated by applying the standard
rate of UK corporation tax to the loss before tax 1s as follows

Year ended 39 weeks ended

25 February 26 February

2007 2006

£°000 £°000

Loss on ordinary activities before tax (1,182) (3,172)
Tax credit on loss on ordinary activities at standard UK

corporation 1ax rate of 30% (2006 — 30%) (355) (952)

Effects of

Expenses not deductible for tax purposes 735 1,233

Accelerated capital allowance 1,804 1,611

Other uming differences (45) (6)

Adjustments 1 respect of previous pertods - (780)

Group rehef claimed free of charge (2,139) -

Current year tax charge - 1,106

13
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Notes to the financial statements
as at 25 February 2007

8. Tangible fixed assets

Leasehold
Property  Equipment Total
£000 £000 £000

Cost
At 26 February 2006 97,814 60,904 158,718
Additions 2,077 4,022 6,099
Transfers to group companies - (12) (12)
Disposals (3,809) (876) (4,685)
At 25 February 2007 96,082 64,038 160,120
Depreciation
At 26 February 2006 31,055 49,161 80,216
Charge for the year 2,907 4,709 7,616
Transfers to group companies - (2) (2)
Impairment 324 54 378
Disposals (2,626} {690) (3,316)
At 25 February 2007 31,660 53,232 84,892
Net book value
At 25 February 2007 64,422 10,806 75,228
At 26 February 2006 66,759 11,743 78,502

The impairment of fixed assets relates to post year end disposals that have been disposed of below the net book
value These assets have been impaired to the value of the net disposal proceeds received

14
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Yates Group Limited

Notes to the financial statements

as at 25 February 2007

Investments

At 26 February 2006
Additions

At 25 February 2007

On 30 November 2006 the company acquired 127,886 £1 10% A preference shares from SFI Holdings Limted

Investment in Shares n
quoted  subsidiary

nvestments undertakings Total
£'000 £'000 £°000

21 5,039 5,060

- 128 128

21 5,167 5,188

for £127,886 These were 1ssued by Yates’ Wine Lodges Limited, a subsidiary company

The principal subsidiary undertakings held by the company and directly owned by Yates Group Limited at 25

February 2007 were -

Subsidiary undertaking

Yates’ Wine Lodges Limited
Ha' Ha'! Bar & Canteen Limted

Forno Vivo Limuted
Yates Brothers Lirmited

Class
Ordinary
Ordinary
Ordinary
Ordimary

Holding

Actwvity

100% Managed pubs & bars
100% Managed pubs & bars
100% Managed pubs & bars
100% Dormant

All indirect subsidharies are not listed due to the excessive length of disclosure

Debtors

Trade debtors

Amounts owed by fellow subsidiary undertakings

Other debtors
Prepayments

Defined pension scheme asset (note 17)

2007 2006
£000 £000
938 13
26,850 23,102
1,135 55
981 925
39 -
29,943 24,095

15
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Notes to the financial statements
as at 25 February 2007

11. Creditors: amounts falling due within one year

2007 2006
£'000 £000
Trade creditors 233 71
Amounts owed to subsidiary undertakings 26,897 43,269
Amounts owed to group undertakings 19,391 509
Social security and other taxes 1,730 349
Corporation tax payable 1,743 1,935
Accruals 1,474 2,144
51,468 48,277
12. Creditors: amounts falling after more than one year
2007 2006
£000 £'000
Amounts owed to group undertakings 8,804 8,133
13. Provisions for liabilities and charges

Deferred Tax
£7000
At 26 February 2006 11,979
Movement on deferred tax (2,020)
At 25 February 2007 9,959
Amount Amount
provided provided
2007 2006
£000 £000

Deferred tax comprises
Accelerated capitai aliowances 9,959 11,979
Prowvision for deferred tax 9,959 11,979

16
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Yates Group Limited

Notes to the financial statements
as at 25 February 2007

Share capital

Authornised
90,000,000 ordmary shares of £0 25 each at 26 February 2006 and 25 February 2007

Called up and fully paid
67,060,301 ordimary share of £0 25 each at 26 February 2006 and 25 February 2007

Reserves
Share

premm  Profit and
account loss account
£000 £000
At 29 May 2005 19,028 10,834
Loss for the period - (7,376)
Actuaral loss on pension scheme net of tax - (287)
At 26 February 2006 19,028 3171
Profit for the year - 790
Actuarnal gamn on penston scheme net of tax - 682
At 25 February 2007 19,028 4,643

£'000

22,500

16,765

Total
£000

29,862
(7,376)
(287)

22,199
790
682

23,671

17
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Yates Group Limited

Notes to the financial statements
as at 25 February 2007

Financial commitments

Annual commitments under property

operating leases which expire as follows

Between two and five years
After five years

Pensions

2007 2006
£000 £000
148 148
11,693 11,778
11,841 11,926

Yates Group Limited operates a funded defined benefit scheme, the membership of which 1s closed and a
defined contribution scheme 1ntroduced on 1 Apnil 1994 The assets of the two schemes are held 1 a single,

separate trustee admimstered fund  Any actuanal assessment of the defined benefit part of the scheme was last

carned out by an mdependent quahfied actuary at 31 March 2004 The assumptions which have the most

sigmficant effect on the valuation are

Discount rate

Inflation

Rate of increase of salanes

Rate of increase in pensions payment

The assets in the scheme and the long term expected rates of return were

Long term
expected
rate of
return

%

7350
500
525

Equities
Bonds
Cash

Total market value
of assets

Present value of
scheme habilhities

Surplus/(deficit) i the scheme
Related deferred
tax asset /(liability)

Net pension asset/(hability)

25 February 26 February 29 May
2007 2006 2005
5 40% 4 90% 525%
300% 2 70% 2 75%
4 00% 3170% 4 50%
3 00% 2 70% 275%
2007 2006 2005
Long term Long term
expected expected
rate of rate of
Value return Value return Value
£000 % £000 % £000
5,880 750 5,869 750 4,546
5,792 400 5,518 450 4,784
103 350 30 475 755
11,775 11,417 10,085
(11,719) (12,487) (10,840)
56 (1,070) (755)
(17 321 227
39 (749) (528)

18




17.

Yates Group Limited

AR AT I  ARC T I TR SO 5 T

Notes to the financial statements
as at 25 February 2007

Pensions (continued)

Analysis of the amount recognised in the Statement of Total Recognised Gains and

Losses
Year ended
25 February
2007
Dhfference between expected and actual return on
scheme assets
Amount gain 110
Percentage of scheme assets 09%
Experience gains and losses ansing on the scheme liabihities
Amount gain 130
Percentage of present value of scheme liabilities 11%
Fffects of changes n the demographic and financial
Assumptions underlying the present value of scheme
Liabihities
Amount gain/(loss) 793
Percentage of present value of scheme liabilines 6 8%
Additional loss from rrecoverable surplus (58)
Percentage of present value of scheme habiliies 05%
Total amount recogmsed in STRGL
Amount gain/(loss) 975
Percentage of scheme habihties §3%

Period ended
26 February
2006

1,073
9 4%

(1,483)
11 9%

(410)
33%

Periad ended
29 May
2005

528
52%

830
7 7%

(524}
4 8%

834
7 7%

19
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Yates Group Limited

Notes to the financial statements

as at 25 February 2007

Pensions (continued)

Movement in deficit during the year

Deficit in scheme at start of the year/penod
Movement 1n the year/period

Current service costs

Net finance charge

Contnbutions

Past service costs

Actuanal gan

(Surplus)/deficit in scheme at end of the year/period

Analysis of amount charged to operating loss

Current service cost
Past service cost

Total operating charge
Contnibutions to defined contribution scheme

Total pension costs

Analysis of amount charged to finance costs

Expected return on pension scheme assets
Interest on pension scheme assets

Net return

Year ended ~ Peniod ended
25 February 26 February
2007 2006

£000 £000

1,070 755

6 13

(50) (15)

(107) (93)

(975) 410

(56) 1,070

Year ended  Period ended
25 February 26 February
2007 2006

£000 £000

6 13

6 13

6 13

Year ended  Period ended
25 February 26 February
2007 2006

£0040 £000

(650) (436)

600 421

(50) (15)

20
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Yates Group Limited

Notes to the financial statements
as at 25 February 2007

Related party transactions

The company has taken advantage of the exemption 1n FRS 8 that transactions do not need to be disclosed
with companies 90% or more of whose voting rights are controlled within the group Dunng the year the
company disposed of Yates Huddersfield to Yates Propco No 2 (Huddersfield) Limited, a company under
common ownership by the ultimate controlling party of Yates Group Limated, for £1,060,000

Ultimate parent undertaking

The immediate parent company 15 Yates BIDCO Limited, a company incorporated m Great Britain and
registered m England and Wales The ultimate parent company 18 Laurel Pub Equity Holdings Limuted (a
company incorporated i Great Bntain and registered in England and Wales) and the ulumate controlhing
party 1s The Tchenguiz Family Trust

The only group for which consolidated financial statements are prepared which melude the company 18
that headed by Laurel Pub Equity Holdgs Limited Consolidated financial statements for this company
are available to the public and can be obtamned from Porter Tun House, 500 Capability Green, Luton,
Beds, LUIL 3LS

Contingent liabilities

The company, along with other group undertakings, had guaranteed the indebtedness of another group
undertaking, Lauret Pub BIDCO Limited As at 25 February 2007, the amount outstanding in the books of
Laurel Pub BIDCO Limited, including accrued finance charges, was £166 7 nullion

The company entered into an mtercreditor agreement as a guarantor on 20 May 2005 on all intercompany
balances as they arise from time to ime  The agreement 1s between among others, the company, Laure!
Pub BIDCO Limited, Dresdner Bank AG, London Branch and Kaupthing Bank hf as agent and security
trustec

21




